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On March 7, Argentina's debt negotiating team headed by Economy Minister Juan Sourrouille and
Finance Secretary Mario Brodershon met for several hours to hammer out alternative proposals
to break the stalled negotiations with the country's foreign bank creditors. At that time, the major
sticking points involved bankers' suggestions for transforming a portion of Argentina's foreign debt
into investment capital by selling off debt instruments to private investors, and Argentina's request
for a substantial reduction in the spread rate. (The spread is the premium charged by the banks over
the LIBOR, the London inter-bank lending rate.)
Creditor banks are reportedly willing to grant 15-year repayment terms with a five-year grace period
on principal payments on the lion's share of the over $30 billion debt Buenos Aires is trying to
reschedule. Terms for the remainder of Argentina's debt with foreign banks would be extended to
10 years, with a three-year grace period on principal payments. Argentine sources indicated the
above terms would be acceptable to the Alfonsin administration.
However, the two sides continue to disagree on the "spread" rate. Buenos Aires has requested that
the spread be reduced to 0.6%. Creditor banks are not likely to even consider a rate below 0.75%
under any circumstances. The lowest spread rate granted a debtor nations in debt rescheduling
negotiations is 0.81%, obtained by Mexico last year. (Argentine news agency, ADYN, 03/07/87)
Argentine negotiators have requested a total of $4 billion in new loans for purposes of settling
balance of payments accounts and fueling plans for domestic economic recovery.
Thus far, the IMF has approved a $1.83 billion stand-by credit, and a $480 credit line in
compensation for falling export revenues. Buenos Aires has requested a total of $2.15 billion in
new monies from commercial bank creditors. The disbursement of IMF funds is conditioned on
reaching refinancing agreements with the private banks considered appropriate for carrying out the
Argentine plan of investment, and economic structural reforms.
Reduction of the spread rate is extremely important to Argentine negotiators. For instance,
reduction of the spread to 0.8125% would mean an annual savings of $82 million. Early in the
negotiations process, Buenos Aires requested that repayment contracts contain a conditionality
clause linking debt payments to price levels of traditional exports. The bank committee has since
declared the inclusion of such a clause unacceptable.
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